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FOREWORD

HEN the first Princeton Manpower Symposium was
held in May 1965, the unemployment rate in the
United States was in excess of 5 percent of ‘the labor force.
The seminar concluded that, while it is important to look at
unemployment in broad aggregate terms, it is essential to rec-
ognize that existing labor market institutions do not function
“perfectly” and that selective manpower policies have strategic
roles to play.®
In May 1966, when the second symposium was held, the
unemployment rate had dropped below 4 percent and the
prospects for its further decline were promising. Through ex-
pansion of aggregate demand, the general problem of unem-
ployment had been greatly alleviated. Labor shortages in a
few areas and in some occupations were beginning to appear.
Yet, the problems of unemployment of disadvantaged persons
were still persistent; new problems of coping with shortages

had arisen; and consideration of appropriate selective man-

power policies had become even more urgent.

This volume, Critical Issues in Employment Policy, contains
the papers and a summary of the discussion at the second
Princeton Manpower Symposium. It is being made available
to members of Congress, employers, labor union leaders, gov-

ernment officials and university and research personnel who-

are concerned with evolving manpower policy in the United
States. We hope that it may be useful in encouraging efforts
to shape a comprehensive national strategy for the effective
development and full utilization of the nation’s human re-
sources.

At this time we would like to thank all those who con-
tributed papers, who performed as discussants, and who par-
ticipated in the various sessions.

® The papers and discussions were published in Unemployment in a

Prosperous Economy, Industrial Relations Section, Princeton University,
Princeton, New Jersey, 1965.
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Foreword

The next Princeton Symposium, to be held in May 1967, will
be devoted to the theme: “The American System of Social In-
surance—Its Philosophy and its Impact.”

Frederick H. Harbison

Director, Industrial Relations Section
Princeton University

July 1, 1966
Princeton, New Jersey
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HE first two papers delivered at the 1966 Princeton Man-
Tp‘ower Symposium dealt with two crucial but very differ-
ent aspects of the current manpower situation in the United ' ‘
States. Arthur Ross, -the present Commissioner of the Bureau
of Labor Statistics, analyzes the problem of emerging man-
power shortages whereas Joseph Kershaw, Assistant Director
of the Office of Economic Opportunity, examines the problem
of persistent manpower surpluses. Both problems, emerging
shortages and persistent surpluses, are occurring simultane-
ously in the American economy today. "

Ross sets forth an analytical framework within which he
examines the nature and causes of labor shortages. A distinc-
tion is drawn between a general labor shortage and a specific
occupational shortage. A truly general labor shortage is char-
acterized by a depletion of manpower reserves.“_“S‘uch a situa-
tion occurred in 1943 during World War IL Undér these con-
ditions of a general labor shortage, it is impossible to maintain
the previous volume of employment. According to Ross, a less
extensive type of general labor shortage takes place when
there is an “exhaustion of labor reserves to'the point where
further increases in employment could be achieved only in
line with net growth in the labor force.” At this point, the
level of unemployment could be construed as the irreducible
minimum level. At the present moment, Ross estimates this
unemployment level to be somewhere between 2 percent and
2.5 percent.

Short of a general depletion of manpower reserves, labor
shortages are usually localized in specific occupations, indus-
tries, and geographical areas. Specific labor shortages are
usually caused by one or more_of the following: (a) rapid
increases in demand; (b) chronic occupational insufficiences;
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Summary and Conclusions

(c) concentration of employment increases in certain areas or
industries; (d) unresponsiveness of the wage structure; (e)
inadequate personnel policies.

After examining a number of statistical indicators of labor
shortages such as unfilled orders, overtime, turnover statistics,
and productivity estimates, Ross concludes that there is evi-
dence of a gradual tightening which usually occurs when the
level of demand rises sharply. However, there is little or no
evidence to indicate that we are faced with a general exhaus-
tion of manpower reserves. Ross urges that an adequate pro-
gram for collecting and analyzing job vacancy data be under-
taken. He feels that this would be the most important step
which could be taken to identify genuine manpower shortages
and pave the way for remedial policies.

Joseph Kershaw, working the other side of the street, argues
that a public employment program is necessary in order to
“mop up” the remaining pockets of surplus labor even when
the unemployment rate is between 3 percent and 3.5 percent.
Kershaw demonstrates that the unemployment rates for non-
whites and teenagers remain very high when the overall na-
tional unemployment rate is at the 3.5 percent level. Further-
more, he claims that unemployment rates by region fall very
unevenly as the national unemployment rate falls, Drawing on
information gathered by a special census of the Watts area of
Los Angeles in 1965, Kershaw reports that the Watts unem-
ployment rate in November 1965 had fallen only slightly from
its 15 percent level in 1960. He concludes that “if the situa-
tion in Watts is typical of that in Harlem and in other ghetto
areas, we have a serious problem on our hands.”

What are the advantages of a public employment program?
Kershaw provides a number of answers. In terms of winning
the “war on poverty,” public employment has the dual virtues
of providing income directly to the poor and providing them
with jobs. In addition, a public employment program would
provide jobs designed to satisfy unfilled public needs in the
health, education and law enforcement areas among others.
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Summary and Conclusions

Finelly, a public employment program which provides sub-
professional jobs to the poor in a tight labor market may re-
lieve some of the pressures on certain bottleneck occupations,
such as those in the ‘medical field, and thereby reduce infla-
tionary pressures.

According to Dr. Kershaw, a public emplovment program
could take the following form. The Federal government could
contract with local or state agencies or private non-profit insti-
tutions, agreeing to pay 90% of the wage (presumably the
minimum) of any additional individuals employed. There
would be no constraint compelling institutions to employ only
poor people, but the presumption is that the hiring would in
fact be done in poor areas of cities or rural areas,

Although it is not normally regarded as an employment
policy issue, the wage-price question was deemed to be such
a pervasive consideration in any thorough discussion of cur-
rent employment policies that a session of the symposium was
devoted to it. Professor Robert Solow’s paper deals with the
role and purpose of the President’s Wage-Price Guideposts.
Solow states that “the guideposts were designed to cope with
the problem of unacceptably fast increases in money wages
and prices in modern mixed capitalist economies even while
there is not general excess demand.” The tendency toward un-
acceptably fast price increases even when there js not general
excess demand stems i part from the fact that there are mar-
ket imperfections (ie., deviations from some competitive
norm) on both the labor and corporate sidés. On these grounds,
Solow contends that the main effect of the guideposts was
intended to be an educational one, Ideally, the guideposts
would be regarded by all those involved in wage and price
decisions as a summary picture of how wages and prices
would behave in a fairly smoothly functioning competitive
market economy subject neither to excess demand nor to a
major deficiency of demand. ’

Solow maintains that the guideposts were not expected to
have any major role to play either under conditions of gen-
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Summary and Conclusions

eralized excess demand or under conditions of substantial
slack in the economy. He states “when demand is slack prices
police themselves and when demand is excessive in broad
sectors of the economy, it is idle to believe that the price level
can be talked out of rising.” ’

After examining wage rate changes and changes in the
wholesale price index between 1962-1965, Solow finds that
these changes are smaller than those which would have been
predicted on the basis of an aggregate Phillips type analysis
of post-war experience prior to 1962. Here Solow is drawing
upon the work done in this area by Professor George Perry
of the University of Minnesota. Solow concludes by saying
that, although he cannot attribute these shifts in behavior
solely to the influence of the guideposts, there is no reason
why they could not be so attributed.

Finally, Solow suggests that it might make more sense to
express the guideposts within a fairly narrow range, say, 3.0
to 3.5 percent per year. This would serve two purposes. Fifst,
it more nearly expresses the uncertainty in any estimate of the
trend increase in productivity. Two, it would permit the out-
come to be nearer the bottom or the top of the range, de-
pending on “market forces.” Under these conditions, even a
steady price level would then permit some drift in the dis-
tribution of income.

The third session of the symposium focused on special em-
ployment problems of the disadvantaged. Mr. Frank Cassell,
on leave from the Inland Steel Company and now Director
of the Bureau of Employment Security, talked about the
myriad of personnel problems which arise when a firm hires
those who are disadvantaged for one reason or another. The
paper by Joseph D. Mooney deals with two problems—the
general one of teenage labor problems and the more specific
one of the capacity of the Neighborhood Youth Corps to deal
with these problems.

In his discussion of the problems encountered by private in-
dustry when they hire the disadvantaged, Cassell makes sev-
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Summary and Conclusions

eral cogent points. First, he points out that the training of .
personnel people in private industry is attuned to identifying
the advantaged portion of the work force and the selection of
the fittest. This is generally true of the Employment Service
also. Therefore, Cassell concludes that if reaching the disad-
vantaged is a goal of our society, then nothing less than a
revolution in the thinking of personnel people is required.
Secondly, Cassell singles out the important role of a new actor
on the personnel scene—the “job-developer.” The job-de-
veloper’s role is to persuade employers to hire the hard-to-
employ—those applicants whom in the past they would not
consider at all. Cassell states that the job-developer can only
be effective if he receives some cooperation from the personnel
people, but it is at this point that a conflict arises. The per-
sonnel man is judged on the basis of the quality of the people
he hires. Thus he is reluctant to hire the disadvantaged and
hard-to-employ. According to Cassell, this situation can be
rectified only by assistance from the top of the company.

After urging that pre-employment training for many of the
disadvantaged be expanded and that on-the-job training pro-
grams also be expanded, Cassell reminds us that while we
focus attention on what to do about the disadvantaged and
hard-core unemployed, training and education are necessary
also for the job-market intermediaries who guide, counsel, em-
ploy, teach and train them. In other words, there is need for
massive education for all of us concerned with eventual em-
ployment of the hard-to-place, the disadvantaged, and the
poverty stricken.

The second paper, by Joseph D. Mooney of Princeton Uni-
versity, focuses on the working teenager, particularly the teen-
ager from a disadvantaged background. After examining the
national data on teenage unemployment over the last five
years, Mooney concludes that there is some evidence that the
teenager’s. unemployment situation, especially the non-white
teenager’s, has undergone a “structural worsening.” For ex-
ample, he reports that the non-white male teenage unemploy-
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Summary and Conclusions

ment rate (ages 14-19), which was 3.7 times the national un-
employment rate in 1961, had risen by February 1966 to 6.4
times the national unemployment rate. Over the same period,
the non-white female teenage tnemployment rate had risen
from 4.0 times to 7.4 times the national unemployment rate.

In the light of the persistently high unemployment rates of

non-white teenagers and the rapid increase in the teenage
population group, Mooney concludes that special programs
for teenagers will be necessary for some time into the future.

In the second half of Mooney’s paper, the results of two
studies of the Neighborhood Youth Corps in Newark and
Trenton, New Jersey are presented. The objective of these
studies was to assess the impact of the out-of-school Neigh-
borhood Youth Corps on the work habits of the enrollees
(while in the program) and on the enrollees’ post-program
work experience. Among the many findings which emerged
from these two studies were the following: (1) Sex of the
enrollees played an important role in determining success.
Girls consistently performed better than boys. (2) The job it-
self was an important factor. Enrollees who worked on jobs
with 2 sizeable training component (e.g., auto mechanic or
lab assistant) performed better on the average than those
enrollees who worked on jobs with a small training component
(e.g., park workers). (3) The role of the work supervisors
was also of some importance in the success or lack thereof of
the enrollees. Enrollees who had work supervisors who took
the time to attempt to inculcate skill training consistently did
better than those enrollees who had work supervisors who ex-
hibited a minimal interest in the enrollee.

Mooney also found that the provision of jobs by the Neigh-
borhood Youth Corps had the external effect of reducing the
arrest rate among youth in these two cities. The data on ar-
rests of youth in the city of Newark show a sharp decline be-
tween 1964 and 1965. This decline in the arrest rate of youth
was occurring while the arrest rate of young adults was con-
tinuing its long-run upward trend.
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Summary and Conclusions -

Mooney concludes by recommending that the content of a
program such as the Neighborhood Youth Corps be made a
function of the unemployment rate in the local area. He states
that the provision of make-work jobs for teenagers is a per-
fectly valid anti-poverty and anti-recession program when the
unemployment rate is high. However, in a tight labor market
it is difficult to justify a public employment program which
competes directly with the private labor market for a scarce
resource, manpower. Mooney urges that the program increase
its enrichment component (i.e., remedial education and/or
vocational training) and reduce the absolute number of jobs
which it makes available, as the unemployment rate falls. If
the unemployment rate should rise, the program could revert
to its original form, reduce the training component of the pro-
gram, and increase the number of available jobs.

In the final paper of the symposium, R. Thayne Robson,
Executive Director of the President’s Committee on Man-
power, and Garth L. Mangum, former Executive Secretary,
National Commission on Technology, -Automation, and Eco-

.nomic Progress, deal with the currently important topic of co-

ordination among federal manpower programs. Robson and
Mangum state that “it is typical of the ad hoc and pragmatic
nature of the American political system that each piece of
legislation was put together discretely with little attention to
interrelationships with other manpower legislation. Further-
more, pieces of each program as well as competing and co-
operating programs are scattered throughout the departments

.and bureaus of the Federal landscape.”

The important question to which Robson and Mangum ad-
dress themselves is the following: How does the current state
of coordination among manpovrer programs influence their
effectiveness and cost? They examine the problems of co-
ordination at three levels: (1) coordination in program con-
tent—in the design of programs and in the clientele to be
served, (2) coordination among federal agencies engaged in
the administration of related programs, and (3) coordination
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Summary and Conclusions

at the local level, among federal, state, local and private
agencies. They limit themselves to programs designed to as-
sist those disadvantaged either in society or in labor market 5
competition.

In their discussion of problems encountered at the level of
coordination in program content, Robson and Mangum claim
3 that the only Federal program now in existence which pro-
‘ vides under one roof a whole complex of services to its clien- 1
] tele is the Vocational Rehabilitation Administration. It is the
only federal program which approaches in concept the ideal of p
g an integrated manpower program. They go on to say that the
multiplicity and complexity of existing programs raises at
least two questions: (1) Why do we have diverse, specialized
3 programs rather than a single general manpower program of ;
B a comprehensiveness similar to Vocational Rehabilitation, and _
(2) Does the diversity aid or impede the development of a _ b
comprehensive package to meet the needs of a particular indi- ;
: vidual or client group. Messrs. Robson and Mangum do not
claim to have definitive answers to these questions but feel
A : that they should be subjected to much closer scrutiny than
3 has been true in the past.

o In their discussion of coordination of manpower programs
;. o at the federal level, the authors cite several examples of ex-
e isting coordination of programs among federal departments.
Liaison personnel, interagency committees for specific pro- '
grams, and informal contacts between key personnel are just
’ a few of the forms which this burgeoning coordination takes.
i In the authors’ view, coordination is regarded as a partial
i _ : solution to a few poorly defined problems. These problems :
. are: (1) the panoply of programs and agencies, (2) bureau- ]
7 cratic competition, (3) overlap and duplication, (4) infor- ‘
mation problems, (5) the persistence of the conditions that

led to the creation or expansion of the programs.
Lastly, Robson and Mangum examine the issue of coordinat- > 4
i ing manpower programs at the local level. In their view, the 4
| pertinent questions at the local level are: (1) Are the federal ‘
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programs organized in the best way to provide the intended 1 E
: assistance, (2) Is the local community capable of receiving
and using the assistance effectively? The authors feel that the 4
3 preferred approach would be for the federal government to % :
: _ promote local human resource planning, provide technical as- 'ﬂ 7
] . sistance in that planning, and unify itself to present to the »3 :
3 community a common and readily identifiable source of re- “ 4
sources and advice. The community must respond by initiat-

ing some community-wide planning in the human resource
development area.

The broad range of topics covered by the papers delivered
at the 1966 Princeton Manpower Symposium makes it difficult
to talk of a consensus reached by all the participants in the
symposium. Nevertheless, there were some broad areas of gen-
eral agreement. Everyone agreed that during the past year
the problem of general unemployment had declined in im-
portance and had been replaced by two related but different
types of manpower problems. The first was the persistently
high unemployment rates among specific groups—particularly
teenagers and minority groups. A variety of programs and
measures designed to cope with this problem were analyzed
and discussed in some detail, but no general agreement was
reached on the best possible program or mix of programs.
The other serious manpower problem recognized by all was
that of growing labor shortages in certain areas. Here there
was general agreement that labor shortages had not reached
crisis proportions and that the present difficulties could be .
handled by stepped-up activities of various sorts on the part
of employers, employment intermediaries, and various govern-
ment groups.

Another general problem recognized by all those present at
the Symposium can best be stated in the form of a question.
How can the rate of price increases be kept within tolerable
limits as the unemployment rate falls? After carefully de-
lineating the limitations of the wage-price guideposts, Pro-
fessor Solow advocated the guideposts as the best policy tool,
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Summary and Conclusions

given the choice of realistic alternatives. John Dunlop, on the
other hand, argued vigorously that, although the guideposts
had been of some value in the past, they were simply incapa-
ble of coping with the present situation. He urged instead the
establishment of an Office of Economic Stabilization responsi-
ble directly to the President. This new office would deal pri-
marily with the problems of coordinating various aspects of
our economic policy and would bring together representatives
of government, business, and labor to devise ways of breaking
manpower bottlenecks as they emerged.

It can be said in closing that at least one general and long-
range feeling about the future course of America’s manpower
policy and programs emerged from this conference. There
seemed to be the feeling that, with increased prosperity and
decreased unemployment, we iow have a rare opportunity to
concentrate intensively on developing our human resources,
especially those from disadvantaged groups. Although there
was some disagreement over the most desirable amount of
coordination of programs and the “optimal” mix of programs,
there was general agreement that increased efforts must be
made in this area and that the time for making these efforts

is now.
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13 3 OF LABOR SHORTAGES ¢
e E: ArtHUR M. Ross "
p g 3 ’; . . . %]
41 5 Commissioner of Labor Statistics %
L3 U.S. Department of Labor gé,g
L £ :;v‘ ;
L. -5 s there a labor shortage in the United States? The question i ;
& sounds simple enough, but chronically inconsistent views . «
18 K of the manpower situation would seem to indicate that it is i ¥
Y = really not that simple. On the one hand, news magazines and ty z
241 B B . . . ., ” E
¥} £ business publications have been reporting “labor shortages = :
Al 3 . . . -
41 8 - n everywhere” since the end of 1965. Complaints are growing ;
:5 “ 5 B . - s ok p!
L - louder that available workers are not usable, that costs are i i
1L 3 . . . . . -
b increasing as a result of inefficiency and heavy overtime as- :
signments, and that high turnover is multiplying the expenses o 4
of recruitment and training. On the other hand, we in the i
: , . government have insisted that a 3.7 percent unemployment 3
AR rate does not show full employment and does not constitute a 7 3
SN ’ E general labor shortage; and that substantial labor reserves are ::
ST - E Jé 5 !
. g . ready for use. a :
v = . The current controversy is not unique by any means. The < ;
i E . . . 7 p
‘ dispute over the need for bracero labor in agriculture and the : ;
§ perennial argument over the apprenticeship system in the %
building trades also reflect differing perceptions of what a i
labor shortage is. g
My purpose in writing this paper is to clarify the elusive b

ke

. concept of labor shortages by discussing (1) the nature of
- shortages, (2) the causes of shortages, and (3) statistical in-
i dicators of the manpower situation. This theoretical treatment
will be coupled with an analysis of manpower developments in
. 1964-68 as compared with those in previous periods of high
employment.

w
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Labor Shortages
L. The Nature of Labor Shortages

In economic parlance a shortage of any resource describes
an insufficiency of supply in relation to demand. Manpower
shortages may be prospective or present; general, or limited to
certain occupations and industries; nationwide, or limited to
certain areas; chronic, or temporary.

A general or universal shortage means an exhaustion of
manpower reserves, so that aggregate employment cannot in-
crease or must actually be reduced.

A prospective occupational shortage is generally described
in terms of projected requirements and supply at some future
date. For example, we might project that 1,000,000 nurses will
be needed in 1975, but only 800,000 are in sight. The resultant
deficit is 200,000, but this is not a prediction that 200,000
nursing jobs will actually be unfilled in 1975. It is a statistical
shortage from the vantage point of 1966. The probability is
that more nursing schools will be opened as a result of all the
talk about nursing shortages, and that some nursing duties will
be delegated to the patients, or performed by technicians, or
automated in the meanwhile.

Actual, flesh and blood, present-day labor shortages in spe-
cific occupations, industries or localities are most meaningful
when related to unfilled vacancies or job openings.

This concept of labor shortages will not apply in the case of
the self-employed because ordinarily there will not be any
formal vacancy swhere they are concerned. For example, it
makes sense to say that there is a shortage of doctors in many
rural areas even though there are no unfilled openings.

It may be argued that there can be shortages of wage and
salary earners even though the vacancies are being filled, on
the ground that inferior applicants are being accepted in the
absence of the well-qualified candidates whein employers have
a right to expect. But this argument begs the important ques-
tion of what employers do, and do not, have a right to expect.

By definition there is always a shortage of superior individuals. -

On the average, persons who have jobs are better qualified
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Labor Shortages

than persons who do not; and it stands to reason that as the
unemployment rate declines, the residual unemployed natural-
ly become less and less attractive. If the availability of can-
didates with average endowment, or with a customary level
of qualifications, were to be the test, there would always be a
shortage except when unemployment was increasing,
Needless to say, the existence of vacancies as such tells us
nothing about the adequacy of labor supply. A certain number
of openings will be unfilled at any point of time, no matter
how adequate the supply, just as a certain number of workers
will be unemployed no matter how active the demand. We are
therefore speaking of vacancies which are unusually numerous
in relation to normal turnover, or which remain open for
abnormal lengths of time, or which cannot be filled at all.

IL. Causes of Labor Shortages
A. General or universal shortages

The more extreme type of general manpower shortage oc-
curs when depletion of labor supply makes it impossible to
maintain the previous volume of employment. This has hap-
pened only once in our recent history, during World War II
after 1943, In consequence of the rapid expansion of the miii-
tary services, the civilian labor force declined between 1942
and 1943 despite a four million growth in the total labor force.
Total employment, however, did not decline until after 1943;
and the same was true of nonagricultural employment, manu-
facturing employment and construction employment. The num-
ber of workers in retail trade and in service industries in-
creased a little, although many of these were part-time workers.
This depletion of labor supply, together with scarcity of other
economic resources, requires the most rigid control over all
aspects of economic activity. o

The less extreme version of the generalized manpower short-
age would be marked by an exhaustion of labor reserves to
the point where further increases in employment could be
achieved only in line with net growth in the labor force.

15
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Conceptually this position is about the same as one of full
employment, with an irreducible minimum of unemployment
covering normal labor turnover and seasonal fluctuations. We
believe such a point would be reached in the range of 2 to 2.5
percent overall unemployment.

It is true, of course, that the unemployment rate went down
to about 1 percent during World War II. This indicates that
the “irreducible minimum” is actually not independent of the
surrounding context. The 2 to 2.5 percent range would not
apply under extraordinary circumstances of full mobilization,
and assumes a more normal set of conditions.

During the Korean War, from 1951 to 1952, the increase in
civilian employment, plus the expansion of the military serv-
ices, was not much greater than the labor force growth. The
overall unemployment rate was in the neighborhood of 3 per-
cent. This might appear to indicate a situation of full employ-
ment, or a general labor shortage; but 2 more plausible inter-
pretation is that a greater employment increase could have
been achieved in 1952 if effective demand had required it.
Statistics on working hours, labor turnover, and productivity
for 1952 do not indicate extreme manpower pressures, and do
not suggest that 3 percent unemployment was a full employ-
ment level in that year. :

B. Specific occupational, industrial, or geographical shortages

Short of a general exhaustion or depletion of manpower re-
serves, labor shortages are localized in specific occupations,
industries and geographical areas.

In the Spring of 1966, the occupations in shortest supply
are of three types. The first includes professionals and sub-
professionals such as engineers, draftsmen, physicians, nurses,
medical technicians and economists. The second includes
skilled metal tradesmen and construction workers—tool and
die makers, machinists, machine tool operators, pattern makers,
model makers, electricians, plumbers and pipe fitters, iron
workers, and sheet metal workers. These professional and skill
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Labor Shortages

shortages are nationwide, regardless of the employment situa-
tion in particular labor areas. In the third category are poorly
paid but essential service workers such as nonprofessional hos-
pital and nursing home employees, waiters and waitresses, and
laundry workers.

The most serious manpower problem of any industry is
found in machinery manufacturing, particularly in the metal
working branch of the industry. Construction employment has
been moving up rapidly with a return of spring weather and
shortages are becoming acute in the Great Lakes and Gulf
Coast regions. On the other hand, California, New York, and
Pennsylvania still have high rates of unemployment in con-
struction. The industry most affected by placement of new de-
fense contracts is aircraft manufacturing.

The classification of labor areas by the U.S. Employment
Service shows a growing number of areas with unemployment
rates below 3 percent, and a good many with rates still in
excess of 6 percent. The tighter areas include Chicago, Detroit,
Hartford, Wilmington, Washington, Atlanta, Indianapolis,
Cedar Rapids, Des Moines, Cleveland, Columbus, Dallas,
Houston, Milwaukee, and Richmond. Among the looser areas
are Fall River and other textile centers in Massachusetts, Du-
luth-Superior, Atlantic City, Scranton, Wilkes-Barre, and
Charleston, West Virginia. In addition the cities of Miami,
Newark, Oakland, Philadelphia, Pittsburgh and San Diego
have been designated as “persistent unemployment areas” for
purposes of Federal procurement preference.

III. Causes of Specific Labor Shortages

As already noted, a general manpower shortage réflects an
exhaustion or depletion of labor reserves. The causes of spe-
cific occupational, industrial, and geographical shortages are
more complex, however, and require more extended discussion.

A. Rapid increases in demand

A rapid rate of increase in manpower demand can outrun
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Labor Shortages

the capacity of adjustment mechanisms in the labor market
such as movement into the labor force, geographical migration,
recruitment, training, upgrading, etc. Shortages can develop
even though labor reserves are by no means fully utilized.

A good example is found in the 1941-49 period. As Table 1
indicates, total employment grew by about 3.5 million, and the
Armed Services by another 2.3 million, between 1941 and 1949,
Unemployment averaged 4.7 percent in the latter year, but the
movement was too rapid to be absorbed easily. For this reason,
all the recognizable symptoms of manpower pressure devel-
oped. The quit rate in manufacturing rose from 2.4 percent to
4.6 percent; average weekly hours in durable goods industries
advanced from 42.0 to 45.0. Although productivity data for
this period are not available, we do know that the Wholesale
Price Index advanced 13 percent. _

Between January and February of 1966, it appeared that the
unemployment rate had declined 0.3 percent, from 4.0 to 3.7
percent. If this rate of absorption had been real, and if it had
continued, there would have been much more severe man-
power pressures than those we have actually encountered since
February. In point of fact the 0.3 decline was a statistical quirk
and did not continue.

B. Chronic occupational insufficiencies

Some occupations are chronically in short supply because
of persistently heavy increases in demand, inadequate training
facilities, excessive training periods, or some combination of
these factors.

The shortage of nurses in the United States also stems from
extremely heavy demand. Actually the number of nurses has
almost doubled since 1950; there are more nurses per doctor,
and more nurses per capita, than ever before. Changes in
medical organization and technology have outrun the expan-
sion in the supply of nurses, however.

Inadequate training systems and excessively long training
periods  are important factors in thé persistent shortage of
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Labor Shortages

physicians and of skilled workers in the building trades. Tra-
ditionally the field of college teaching has been equally con-
servative, but Yale University is now introducing a Master of
Philosophy degree (equivalent to a Ph.D. without the disserta-
tion), to provide well-trained teachers for institutions which
do not emphasize research as heavily as some of the major

universities do.
i
C. Concentration of employment increases in certain areas or

industries

It is self-evident that higher manpower requirements can
be met more easily to the extent they are widely dispersed
among different areas and industries, and that the difficulties
will be greater if the impact is more heavily concentrated.

The capital boom is the principal factor in the current pros-
perity, and it is concentrated to a considerable extent in the
Great Lakes and Gulf Coast regions. It is interesting that as
late as February 1966, although 50 areas had unemployment
rates of less than 3 percent, there were still 16 areas with rates
of over 6 percent.

The balance of manpower demands among industries is im-
portant because various industries have separate occupational
patterns and typically have recourse to different types of
workers. In the recent upswing we have been favored by an
unusually good balance of employment increases among major
industry groups. Between March 1964 and March 1966, em-
ployment rose 8.8 percent in all nonagricultural activities, 9.5
percent in manufacturing, 7.9 percent in retail trades, 9.0 per-
cent in service and miscellaneous activities. It is of course no
coincidence that the rate of increase has been considerably
higher in a few industries, such as machinery and construc-
tion, which are experiencing current labor shortages. Employ-
ment increases were much more concentrated in World War
II: 14.6 percent for all nonagricultural activities between 1941
and 1944, 314 percent in manufacturing, 54.6 percent in du-
rable goods manufacturing, 6.2 percent in service and miscel-
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Labor Shortages

laneous, a decline of 0.8 percent in retail trade and a decline
of 38.9 percent in construction. These changes obviously re-
quired a more difficult and painful reshuffling of the labor
foice than has been necessary in any of the subsequent periods
covered by the Appendix tables.

D. Unresponsiveness of the wage structure

Wage differentials between industries almost always widen
in periods of excessive unemployment, and are compressed
in periods of high employment. A wage structure which is
satisfactory from the standpoint of allocating manpower when
7 percent of the labor force is unemployed will not. be work-
able when the unemployment rate drops to 4 percent or 3
percent.

Many of the lower paid establishments are in trade, service
and small-scale manufacturing activities; their workers tend to
be unorganized; and employer wage policies are governed by
the need to attract and maintain enough workers of sufficient
quality.

In times like the present, therefore, relative wage increases
are greater in the lower-paid industries. This is borne out in
the Bureau’s recent community and industry wage surveys.
Some of the low-wage establishments, however, cannot or do
not make the necessary adjustments. Nonprofit social agencies,
hospitals, school districts with severe financial problems and
service industries with a low-income clientele find it difficult
to compete in the labor market. As a result, they must either
cope with continuing manpower shortages, or accept a lower
quality of labor, or recruit different types of workers from
those previously employed, or obtain some kind of subsidy.

E. Inadequate personnel policies

Oneé of the principal reasons why employers find it dificult
to fill their openings is that they hold out for workers of the
same types they have been able to secure in the past. This is
certainly understandable, particularly when we remember that
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during the better part of the decade of excessive unemploy-
ment, employers could find candidates with the desired com-
bination of education, training, experience, physical condition,
age and sex. Employers will relax their requirements only
when and as they become convinced that they will not fill
their openings otherwise. Naturally they will watch and wait,
complain, appeal to governmental agencies and experiment
with every recruitment device before lowering their sights.
Likewise, it is easy to understand why in-plant training and
upgrading programs deteriorated during many years of plenti-
ful manpower supply. Under conditions of high employment,
employers must produce their own skilled labor. Once again,
it stands to reason they will not begin to do so until they are
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“As the labor market continues to tighten, employers’ ability
to hire additionai workers will depend more and more on T
the speed and imagination with which they adjust to the
new conditions of supply—on their willingness to adjust hir-
ing procedures and standards, alter job descriptions and , E:
work arrangements, provide better training and supervision,
etc. . . . By and large, Fortune found employers’ complaints
about a shortage of labor reflect their own lag in adjusting
to conditions of the labor market as much as an inability to
find people. Where there is a labor shortage, that is to say,
it is at least partly self-imposed—the result of hiring stand-
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ards that exclude the people now available.” 4
: (Charles Silberman, “Businessmen Can Live with the ‘Labor :
Shortage,”” Fortune, May 1966.) _ O

IV. Statistical Indicators of the Manpower Situation

The Bureau of Labor Statistics, in collaboration with the

PATAE v

: U.S. Employment Service and other agencies, has been pre- : %
paring reports on existing and prospective manpower short- _
ages for about six months now. Inasmuch as the concept of _ ]
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labor shortage is so elusive and relative, the most difficult part
of the task has been to ascertain which types of evidence are
most pertinent and reliable.

At the summation of murder trials, it is customary for the
prosecutor to point out the distinction between direct and cir-
cumstantial evidence of a criine. He notes that murders are
seldom committed in public, and argues that circumstantial
evidence, in any event, is often more reliable than the direct
testimony of excited eyewitnesses.

Much the same can be said concerning evidence of man-
power shortages. Shortages are not very visible to any single
observer since they are encountered in hundreds of com-
munities and thousands of establishments. The direct evidence
is fragmentary and sometimes undependable. Under these
circumstances, it is important to make maximum use of sec-
ondary statistical indicators as well as direct evidence of man-
power. demand.

A. Direct evidence of shortages

(1) Employer complaints. It is the employer, of course, who
must cope with manpower shortages, and his complaints must
therefore be taken seriously. Upon investigation, however,
they are often found to be unreliable. A task force of man-
power specialists from the Labor and Commesce Departments
made a carefu], on-the-spot evaluation of the manpower situa-
tion in Milwaukee a few months ago. Among the findings were
the following: “Employer reports to the Business and Defense
Services Administration of shortages so severe as to be re-
tarding production, based largely on unevaluated employer
reports, were found to be inaccurate and to exaggerate the
extent and significance of the problems.”

(2) Employment service openings. Employer orders filed
with local employment service offices constitute significant
evidence of manpower demand. Statistics on the number of
unfilled employment service openings must be carefully evalu-
ated, however. Inasmuch as only about a third of all job
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vacancies are filed with the public employment services, the

distribution of job orders is not necessarily representative of

the distribution of vacancies in the community as a whole.

Some activities—such as the construction industry and many

of the professions—make little or no use of pubiic employment

offices.

Openings filed with the employment service may represent

‘ short-term vacancies which can be filled without undue diffi-
culty. The statistics on job openings unfilled for 30 days or
more have greater significance and are properly emphasized
by the U.S. Employment Service in its analyses of employer
orders. Finally, it is important to be aware of the reasons why
workers have not been found to staff these hard-to-fill open-
' ings. In recent reports, local employment offices have advised
that 7 of every 10 orders unfilled for 30 days or more were
3 still open because of lack of qualified applicants. Another 15
: percent were not filled because of substandard wages or other
unfavorable working conditions; and miscellaneous reasons
: ' accounted for the remaining 15 percent.
4 (3) Job vacancy data. There is an urgent need for job va-
cancy information in the United States. An adequate program
for collecting and analyzing such data is the most important
step that could be taken to identify genuine manpower short-
ages and pave the way for remedial and preventive policies.

Job vacancy data will not provide proper guidance, how-
ever, unless properly interpreted within an adequate analytical
framework. To say that there are 1,000 unfilled vacancies in
4 Syracuse, or that the number of vacancies in Cincinnati is

‘ ? equal to the number of unemployed, is not a significant state-
ment nor a reliable guide for policy.

To begin with, it is necessary that there be identifying de-
tail. Vacancies must be classified by occupation, by industry,
and by geographical area. One should not lose sight of these
dimensions in analyzing vacancy statistics.

As in the case of employment service job orders, it is im-
portant to distinguish between short-term and long-term va-

23

TR T

o L
STl

Y akas i3
J———

. ﬁ& P
o Y
AR ¥ PR A

3
P

““". v’
PN i ey,

|
o A
WYY R s

®

N w&z%’t’g’}mwm i

SR e
x.«‘;%-é e e

i o
RGO
SRR

FonEs

s TR AT W K ek P e A St RRREIRAT e e

R RS T A PR A N e

/




Labor Shortages

cancies, and to know the rates of pay in comparison with
those: customarily offered.

Furthermore, evaluation of vacancy data will be affected by
the labor turnover rate, the seasonal pattern, and the employ-
ment trend in the industry. One thousand vacancies for sew-
ing-machine operators in the garment industry, which has high
turnover and pronounced seasonality, would mean one thing;
one thousand vacancies for equipment repairmen in the tele-
phone industry, which has little labor turnover and no season-
ality, would mean something else altogether.

Experimental job vacancy surveys. conducted by the U.S.
Department of Labor, the National Industrial Conference
Board and other groups have shown that it is entirely feasible

'to obtain the necessary identifying detail from employers.

Work is now under way on the development of analytical
programs so that reliable interpretations and policy implica-
tions can be drawn from the data.

B. Indirect or .circumstantial evidence

(1) Unemployment data
a. National data. Data on the number of unemployed, to-
gether with estimates of forthcoming labor force expansion,
indicate the magnitude of manpower reserves available to £l
expanding needs. Important qualifications must be. noted,
however. - .
In the first place, in a period of high employment such as
the present, the most important manpower reserves are prob-
ably within the ranks of those already employed. I include
about 13.5 million working part-time (less than 35 hours a
week), particularly the 1.8 million involuntary part-time work-
ers averaging only 23 hours per week although they would
prefer full-time employment. I include also the uncounted
millions working below their potential capacity, A dramatic
indication of inadequacy of in-plant training and upgrading
programs in the United States is found in- the fact that many
underqualified individuals, who were assigried to craft posi-
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Labor Shortages

tions and paid craft rates during World War II and the Ko-
rean conflict, have still not received the additional training and
experience necessary to fill out their qualifications.

While the current overall unempleyment rate is 3.7 percent,
we have estimated that a full employment rate would be in the
range of 2-2.5 percent. It follows that about 750,000 to 1
million could be squeezed out of the current unemployment
total to staff expanded requirements. But there should be no
misunderstanding about the fact that the most serious prob-
lems of mismatch would develop, and would have to be over-
come, before these manpower reserves in the ranks cf the
unemployed could be fully utilized. This is one reason why it
is necessary to report unemployment statistics with great de-
tail concerning age, sex, race, occupation, industry, and other
identifying detail. These statistical breakdowns, considered to-
gether with the pattern of manpower requirements, indicate
the nature of the mismatch between supply and demand; the
extent to which the mismatch can, or cannot, be corrected in
the short-run; and the adjustments in private and public poli-
cies which are called for.

We have been making some interesting statistical studies of
the composition of unemployment at various overall rates.
Thus far only a few dependent variables have been analyzed
—age, sex, and duration of unemployment. I am hopeful that
other dependent variables, including occupation, industry, and
the proportion of full-time and part-time job seekers can be
included in the analysis.

This research has revealed the interesting fact that short-
term unemployment of 4 weeks or less duration has regularly
constituted 2 to 2% percent of the labor force du.ring the past
decade. Unemployment of 5 weeks or greater duration has

fluctuated widely, and has accounted for the corresponding

fluctuations in the overall unemployment rate. The constancy of
a 2 to 2% percent short-term unemployment rate would seem to
be related to our estimate of frictional and seasonal unemploy-
ment under full employment conditions. We have not yet been
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Labor Shortages

able to express the relationship in precise statistical terms,
however.

As the unemployment rate declines, there are pronounced
changes in the composition of the unemployed. The following
table shows the percentage of men, women and teenagers, and
the proportions unemployed tour weeks or less and five weeks
or more, at the 6.8 percent overall rate which prevailed in
1958 and at a calculated 3.5 percent overall rate. The calcula-
tion is based upon regression analysis of experience during the
past decade. :

COMPOSITION OF THE UNEMPLOYED
ActuAL 1958 AVERAGE AND CArLcurATeb 3.5 OvVERALL RATE

Average 1958 . Calculated
( 6.§%) 3.5 percent

Adult men  Total 57% 36%
4 weeks or less 20% 19%
'5 weeks or more 37% 17%

Adult women . Total 27% 33%
4 weeks or less 12% 17%
5 weeks or more 15% 16%

Teenagers Total 16% 31%
4 weeks or less 8% 20%
5 weeks or more 8% 11%

Source: Unpublished research by Susan Burch, Bureau of Labor Statistics.

When the overall rate was 6.8 percent, the bulk of the un-
employed were adult men, and two-thirds of them had been
out of work 5 weeks or more. In contrast, the calculated 3.5
percent rate includes approximately equal numbers of adult
men, adult women, and teenagers. Only half of the men are
out of work 5 weeks or more at a 3.5 percent overall rate.
These calculations could not take account of distinction be-
tween full-time and part-time job seekers, but we do know
that about 20 percent of adult women, and 50 percent of teen-
agers, have been seeking only part-time work in recent months.
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Labor Shortages

: It follows that as the overall rate declines, an increasing pro-
: portion of the total are looking only for part-time work.
= As the overall unemployment rate declines, there are cor- ;
] responding changes in specific rates for age and sex groups. :
The rate for adult males was 3.4 percent in April 1965, when
3 the overall rate was 4.8 percent; it was 2.4 percent in April
. 1966, when the overall rate was 3.7. My personal estimate is
that if the overall rate should decline to 2.5 percent, the rate
for adult males would be about 1.5 percent. The rate for adult
females was 4.6 percent in April 1965, 3.6 percent in April
1966, and would be about 2.5 percent.at the overall 2.5 rate.
Finally, the rate for teenagers was 14.7 percent in April 1965, ]
® 12.0 percent in April 1966, and would be about 8.5 percent at o7
the overall 2.5 rate.

b. Occupational rates. Unemployment rates by occupation '
provide important evidence of the relationship between man- :
power supply and demand in variou$ fields of work. In the :
first quarter of 1966, for example, unemployment averaged ' ' ..
1.2 percent among professional and technical workers, 2.8 per-
cent among clerical and sales workers, 3.0 percent among ‘
craftsmen and foremen, 4.2 percent among semi-skilled oper- ’ .
‘ i ators, 4.4 percent among service workers and 6.7 percent » :

- among nonagricultural laborers.
: These rates must be carefully interpreted, however, because .
of seasonal fluctuations, casual employment relations, and a
fringe of “hangers-on” in certain occupations. A good example
: is found in the field of construction, which had a seasonally-
adjusted unemployment rate of 8.1 percent in April 1966.
AN : ; Unemployment rates in construction are always affected by
E high labor twmover which is characteristic of the industry.
Many of the unemployed are laborers who do not have the A
skills to perform higher tasks. There is also evidence that
some of the unemployed laborers have worked mainly in .
other industries, and cannot be considered as a manpowecr g , 4
reserve for construction. ' ;

Unemployment rates in construction are running about one-
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Labor Shortages - =

third below those of a year ago and are the lowest for com-
parable months since the Korean War. During recent months,
between one-third and one-half of the unemployed construc-
tion workers were in California, New York and Pennsylvania.
On examination, therefore, the apparently high unemploy-
ment rate among construction workers is not inconsistent with
apparent shortages of electrical workers, plumbers, iron work-
ers, etc., in communities. :

c. Area rates. Unemployment data for local areas should
be-of great importance in analyzing the manpower situatior.
The presently available estimates are good enough to indi-
cate general differences in the degree of tightness or looseness
between areas. The quality of these estimates is rather shaky,
however, and they do not provide adequate detail on the com-
position of unemployment.

In communities such as Los Angeles, Oakland, and New
York City, the unemployment estimates do not indicate the
extent to which disadvantaged job seekers in central city
ghettos are insulated from the general labor market and
geographically remote from the more attractive job oppor-
tunities. Furthermore, the most prominent manpower short-
A8 ages in the professional and skilled labor fields are being en-
- countered on a nationwide basis, regardless of differences in
the strength of demand for semi-skilled, unskilled and service
workers.

(2) Unfiled orders, backlog ratios and operating rates. ki
Changes in the backlog of unfilled orders, especially when ex- 3
; pressed as a ratio of unfilled orders to shipments, provide a SR
E 1\ useful means of identifying industries where production de- K
: lays may be occurring. In industries such as aircraft, however, ‘ ]
where orders are received irregularly and in large units, an
increase in the ratio does not necessarily indicate production
delays. Moreover, even where production is being delayed,
the reason may be a shortage of materials or component parts
rather than manpower; or the volume of new orders may have ‘
f‘} : been increasing steadily at a faster pace than capacity can be - 4
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Labor Shortages

expanded. There are also instances when backlogs are affected
by changes in production lead time because of changes in the
product mix or production techniques.

Nevertheless, increases in the backlog ratio call for further
examination because labor shortages may be involved. On the
other hand, decreases in the backlog ratio make it probable -
that labor shortages are not having a noticeable impact.

During the first quarter of 1966, the ratio of unfilled orders
to shipments in manufacturing as a whole was only slightly
greater than in 1965. For the durable goods industries as a
whole, the ratio was 3.2 months and was unchanged from 1965.

These data do not suggest that manpower shortages, ma-
terial shortages or other problems have significantly impeded
production. But the aggregate manufacturing data conceal
important problems that have developed or are impending in
a few industries.

The metal-working machinery mdustry, for example, had a
backlog ratio of 7.7 months in March of 1968, compared with
7.2 months a year previously. In the machine tool segment of
the industry, the ratio was extended to 6.3 months; and in the
metal forﬁﬁng tool segment, it was 10.0 months.

(3) Working hours and overtime. A significant increase in
average weekly hours and overtime hours in a particular in-
dustry, or in industry as a whole, is important evidence that
employers are stretching out the utilization of their existing
labor supply. These statistics are highly correlated with other
indicators of manpower shortages. If hours of work are not
increasing, it is unlikely that serious shortages are being en-
countered. Thus, the hours of work statistics for 1951 and 1952,
and 1954-57, together with turnover statistics for the same pe-

riod, provide a strong indication that manpower supply was
adequate in these periods. The situation during World War II,
which I have already described, offers a vivid contrast.

In the more recent period, average weekly hours in all
manufacturing industries have risen from 40.4 in March 1964
to 41.2 in March 1965 and 41.5 in March 1966. Average over-

29

s
0
S A SRR

SRR R vk ity

S B it

. -
AR
'

"
0% AR %

S RS PN

R

AT N

s
1]

S,
Ry

4‘:
4
24
.
e
7
vl
;'\'-
7
3
o

V.
K
¥

o,

AN AN
o i binns

Y

bty N Y gy
R A T M

RRE o S

/

TR, Wl R R B s e - N . s

w4
» et

L
}
TR~

26
e g

L iy e Capiedaies

-

e



[ —— - .

e AN

AV

Labor Shortages

time hours were 2.8, 3.5, and 3.9. For durable goods industries, |
weekly hours and overtime hours averaged 41.1 and 2.9, re-

’ spectively, in March 1964; 42.1 and 3.8 in March 1965; and ‘
2 424 and 4.3 in March 1966. These trends appear to indicate |
‘i a response to the tightening in the supply of skilled workers.

Here again, however, overtime data must be interpreted !

: with caution. Manpower stringencies are not the only reason
L : for working overtime. Some industries with pronounced sea-
sonal patterns—notably the automobile industry—customarily
schedule a great deal of work regardless of the manpower
situation. Moreover, there is probably a long-run irend toward
working overtime as an alternative to hiring additional work-
ers, in order to avoid the fringe benefit obligations which are
assumed in the latter case. At any given unemployment rate,
average hours of work will be greater in 1966 than in previous
years. Thus, although short-run changes in work schedules are
significant indicators of the manpower situation, long-term dif-
ferences are affected by other factors as well.

(4) Turnover statistics. One of the most sensitive indi-
cators of the general manpower situation is the quit rate. A
3 rising quit rate indicates that more workers are leaving their
jobs to seek better ones, and that the opportunities are pres-
ent. A good deal of upgrading is accomplished through what is
insidiously called “labor piracy,” although in many cases
workers are lured away to perform the same job in a different
11 establishment at higher rates of pay.

Turnover statistics have two serious limitations. In the first
{ ) place, they are restricted to manufacturing industries, despite
' the fact that turnover is almost certainly higher in some non-
1 manufacturing activities. One of the technical options now un-
der consideration in the operation of the job vacancy program
would be to collect vacancy information, together with turn-
over data, for all types of industries. The second weakness of
the turnover rates is that they are averages for all occupations
in an industry. For purposes of manpower analysis, it would
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be highly desirable to have separate rates for the major occu-
pational groups.

Quit rates in American manufacturing industries have risen
from 1.4 percent in March 1964 to 1.8 percent in March 1965
and 2.7 percent in March 1966. The latter figure was fairly
close to the 3.4 percent of March 1953, but well below the
6.2 percent of March 1944.

The highest quit rates are not found in industries, such as
machinery and construction, with the most difficult shortages
of skilled workers. On the contrary, they are encountered in
poorly-paid activities which historically have found it difficult
to obtain workers in times of rapid economic growth and
abundant job opportunity. At the present time, for example,
the furniture, leather, lumber, textile and apparel industries
have the highest quit rates in manufacturing. There is no
doubt that low-paid service industries are experiencing the
same problem, although the statistics are not available.

(5) Productivity and unit labor cost data. Typically there
is a retardation in productivity growth at the peak of the busi-
ness cycle, reflecting utilization of obsolete capacity, employ-
ment of inefficient workers, and inefficiencies engendered by
material and labor shortages.

If, as employers are now complaining, a dramatic decline in
efficiency were taking place, this would show up in statistics of
productivity and labor costs. But the data show that the pro-
ductivity growth in 1965 was 3.0 percent, about the same as
the trend rate for the -entire post-war period. The produc-
tivity increase in the first quarter of 1966 was 0.6 percent,
equivalent to an annual rate of 2.4 percent. Like the overtime
and turnover statistics, these productivity rates reflect the
gradual tightening which takes place during a high-level boom,
but do not indicate an exhaustion of manpower reserves.

V. Conclusions

1. It is not within the scope of this paper to describe or
evaluate the policies which are available to deal with man-
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power shortages. The elements of an integrated manpower
program have been cogently discussed in recent writings by
Bakke, Lester, Herbison, Haber and others. For our purpose,
the most important point is that at a time like the present,
when manpower shortages reflect mismatches between re-
quirements and supply rather than exhaustion of reserves, the
necessary remedies are those which will correct the imbal-
ances.

From this standpoint, three classes of remedies may be dis-
tinguished:

(a) Adjustment of manpower demand to the conditions
of supply. This includes lowering of requirements as to edu-
cation, experience, physical condition, sex and age; alteration
of skill ratios (job dilution); redesign of jobs so that they may
be performed by women, young perscns, elderly workers and
part-time workers; locating production in areas of more ade-
quate manpower supply; and increasing the wages in the es-
sential but unattractive types of jobs. Clearly some of these
adjustments involve costs and create problems. For example,
lowering education and experience requirements may reduce
efficiency (but it may not, if the requirements have been ex-
cessive or have been used as a screening device). Job dilu-
tion may result in dead-end jobs, as well as workers who lack
sufficient breadth of training to cope with changes in tech-
nology and manpower requirements. Higher wages in the
service industries, especially those with high labor cost ratios,
will contribute to price increases. These costs can be mini-
mized if the pace of employment expansion is not so fast as
to outrun the adjustment mechanisms in the labor market.

(b) Improvement of ranpower supply. This includes geo-
graphical migration, attraction of additional individuals into
the labor force, delayed retirement of persons still able to
work, training of the unemployed, rehabilitation of severely
disadvantaged persons, and upgrading and in-plant training
of workers already employed. Several of these processes, such
as geographical migration and extra expansion of the labor
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force, tend to occur more or less naturally, but they can be g ]

stepped up through appropriate pelicies, such as relocation

allowances. Employers naturally increase the amount of up- = 3 3
grading in periods of stringency, but financial incentives could if» f

be provided to stimulate the expansion of in-plant training ¥ 3
programs. & 9
(¢) Improvement of the mechanism for bringing together 5 | E
manpower requirements and supply. This is the subject of i’ ; 4
a comprehensive report on employment services by a Depart- f% ;
ment of Labor task force headed by Dean George Shultz, of £ 3
the University of Chicago. 2 .
2. As indicated above, coping with the localized shortages é \ ‘
which tend to appear when the unemployment rate goes be- % E
low 4 percent, and before it indicates an exhaustion of man- ;»% _ "
power reserves, does involve costs. Aside from possible in- ¥ .
efficiency and lower productivity gains, these costs include f E
more expensive and repetitive recruitment and training re- 5
sulting from higher labor turnover, loss of production or lower- & S
ing of production targets in some bottleneck situations, and a 2 3
greater tendency toward price inflation. On the other hand, ;. ¥
there are enormous benefits. The most important of these are 3
greater employment opportunity, and greater hope for the dis- i : 3
advantaged and dispossessed. In fact, the only real hope for 5 . :
-, the lower socio-economic stratum in the Negro community, F L
now suffering from widespread social and family disorgani- 4
zation, is to have such an abundance of job opportunity that § =
localized shortages are inevitable. Among the other advantages e S
are the emergence of a more equitable wage structure, and & S e
the revival of industrial upgrading and training programs. e
3. It certainly would be a miracle if we could go all the way 3

to full employment without the appearance of at least tempo-
rary manpower shortages. Experience teaches us that em-
ployers and government will not take the necessary actions to
eliminate or prevent shortages until the pressures are actually
felt. It follows that unless localized and temporary shortages
are being encountered, the economy is not in a healthy con-
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ditior. As a practical matter, there will also be certain chronic
shortages for years to come, resulting from inadequacy of man-
power supply institutions.

4. This is not the time to reduce the manpower and Great
Society programs which can do so much to improve and en-
iarge the number of workers available to perform useful and
productive tasks. On the contrary, these programs are more
necessary today, and have a greater chance of success, than
ever before.
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MANPOWER POLICY, POVERTY AND
THE STATE OF THE ECONOMY

Joserr A. KERsHAW!

OR the past year, my principal concern has been with the
FdeveloPment and analysis of economic and social policies
which would benefit approximately the lowest fifth of income
receivers in the United States. We prefer policies, of -course,
that result in making everyone better off; but we find our-
selves, from time to time, pressing for policies which will im-
prove the lot of our clients at the expense of the non-poor.
After one has immersed one’s self in the problems of the poor
for a period of time one becomes persuaded that policies that
tend toward a more even distribution of income as well as
those that increase the total income are both in the public
interest.

In terms of manpower policy, which we are to consider here
at this session, the year has been a particularly interesting one
for us. It began last summer when the overall unemployment
rate was 4.5 percent. Since then, with the peculiar exception
of March of this year, the unemployment rate has consistently
declined uxtil, as you all know, it is now at 3.7 percent. So
far as manpower policies for the poor in the Wnited States are
concerned, the difference between 4.5 and 3.7 percent is &
significant one indeed, particularly if one assumes that the cur-
rent rate will continue to drop in the relevant future. Policies
which seemed to us to make a great deal of sense in the sum-
mer of 1965 have since been put on the shelf or seriously modi-
fied pending that unwelcome day when the unemployment

* The author is Director of Research, Plans, Programs and Evaluation
at the Office of Economic Opportunity, Much of the work reported on
here has been done by the staff of the Office, particularly by Dr. Harold

Watts. My thanks go to him, and to Dr. Robert Levine, Dr. Walter Wil-
liams and Dr. Stan%ey Masters.

39

SR

st s

R
QR s

AT T I T e
o

G

s
DA e

SOt e ra o

ey
B8 pa




e 15,

EEASI S

S

AL Py

¢
2
3
b
=4
43
i
2

SRR

4

2R

S S
WS Fese s s

p— o 2 Yy i

Manpower Policy and Poverty

rate begins to rise again. The burden of my comments today
will be addressed to policies that seemed to make sense a
year ago and the modifications in those policies that we have
felt impelled to make since that time,

A few obvious remarks are called for to set the stage for
what I have to say. I came to the War on Poverty in June of
1965 persuaded that better employment opportunities were
going to be one of the most important factors in the elimina-
tion of poverty. Nothing that has happened in the last twelve
months has indicated that that was an’ erroneous notion. Not
all of the poor are unemployed and not all of the unemployed
are poor, but the coincidence between the two conditions is
nonetheless particularly high. It is the case that most poor
pzople who get jobs thereby exit from poverty; while we
should not overlook the fact that many poor people—the aged,
the handicapped, and so on—cannot be removed from poverty
simply by the provision of a job, non-theless, the best single
means we have for getting people out of poverty is to provide
decent-paying jobs for them.

A second fact about the poor is that their participation in
the labor force is less than is the case of the non-poor. A forth-
coming paper by Professor Joseph D. Mooney? indicates again

.the validity of this generalization. Undoubtedly, -a part of the
reason for this is that many of the poor become discouraged as
a result of their inability to find jobs, and withdraw from the
labor market entirely. Many of these people will re-enter the
labor market if unemployment becomes less significant and our
projections have to take this fact into account. Mooney’s study
suggests that as many as 2.5 percent of the population of fe.-
males over 14 years old and in poverty might enter or re-enter
the labor force as a consequence of a one percent reduction in
the overall rate of unemployment. Since there are around 12
million such women, we may need to allow for as many as
300,000 more workers. For males both the numbers in poverty

? The paper which is referred to is entitled “Urban Poverty and Labor

Force Participation” and will be published in the American Economic
Review (March 1967).
40
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E and the sensitivity of labor force participation is smaller but :
5 even for them it is not unreasonable to expect around 100,000
added workers. g
; Finally, it is worth emphasizing that unemployment rates A
B among the poor are consistently higher than among the non- "
% poor. In particular is this true with the minority groups, be P
they Negroes, Mexican Americans or people of certain ages, e
? such as the adolescents. Unemployment rates of these people
%1 are a muitiple of the national average. Professor Bowen’s 'j
s paper at last year’s conference contains the statistical demon- e
g stration of this generalization.* When we are devising man- ;
g - power policies aimed at the poor, this fact becomes particular- 3
%: ly important. As I remarked at the outset, we began to develop
fsg; our manpower policies when the overall unemploymrent rate K
i%?' was 4.5 percent, which meant that for many of the groups A
i@” with whom we deal the rates were three and four times that ;
3 level. 3
%z;jf Our manpower policies are always some combination of
) %; basic education, skill training and job creation. In a period of
ki loose unemployment, which I would like to define as any y
%\« overall level higher than 4 percent, the job creation aspect of
?, manpower is particularly important for the poor. Indeed, one ‘f
A could argue that it does not make sense to spend time and 3
‘ o resources training large numbers of poor people for jobs that
% do not exist. Last summer we were faced with this problem 2
% and worried about it at some length. We finally decided, in-
{:’ cidentally, that training does not lose its importance even ’
5 when there is a substantial chance that the individual trained,
2 at the completion of the process, will find nothing but disil-
’i lusionment instead of a job. I would not argue that this is a b
2 satisfactory situation, but we came to feel that the poor, and 3
5 in particular the minority groups, deserved at least an equal
gff chance at an insufficient number of jobs, and that therefore 5" g
“““ﬁ 8 William G. Bowen, “Unemployment in the United States: Quanti-
gyf tative Dimensions,” Chapter 2 of Bowen and Harbison (eds.), Unem-
35/2“ ployment in a Prosperous Economy, Industrial Relations Section, Prince-
fg}%g o, 1965, “ o -
4 ;
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Manpower Policy and Poverty

the training was worth doing. In a sense, this meant sharing
the unemployment, and it undoubtedly would have the effect
of causing some non-poor to enter the poverty class as a result
of the loss of jobs to those formerly in the poverty group
trained by the government.

But when there is employment slack, the provision of jobs
really becomes paramount, and I would like to describe for
you the public employment scheme we worked out last sum-
mer, which we felt to be the best answer to the persistently
high unemployment rate of that time. A study done in our
office indicated that at somewhere slightly below 4 percent
unemployment, the number of poor people unable to get jobs
would be around 800,000. This number is the sum of those
poor who counted themselves as unemployed, minus the “un-
employed” who were really unemployable, minus those fric-
tionally unemployed, plus those who would enter the market
as unemployment declines. That it is a crude estimate scarcely
requires emphasis, but I should make the point that if the
number in fact turns out to be 600,000 rather than 800,000, or
indeed a million, this would have no adverse impact on the
plan since it-is-highly flexible.

The essence of the proposal was that these unemployed
persons could be put to work at rather unskilled jobs at low
wages (probably the minimum wage) to do a series of pro-
ductive jobs which the nation requires doing. There would
therefore be a coincidence of national needs which would not
only put to-work those who needed work but would result in
an improvement of the quality of life in the United States. The
government in effect would become the residual employer and
would generate productive jobs in whatever amount turne
out to be necessary. '

We also had a study made of how many productive jobs
there might be in the United States. The study showed that
there was a need for more than 5% million jobs of the sort we
had specified. The results indicated that we need work done
i the following job quantities:
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Manpower Policy and Poverty

Health and Hospitals 1,205,000
Education 1,100,000
National Beautification 1,322,000
Enrichment of F amily Life 670,000
UrbamrImprovement 650,000
Co{ntrol of Crime and Delinquency 325,000
Transportation 250,000
Defense 350,000

Total 5,872,000

It would take some years before all of these jobs could be
made available since in some cases institutional changes
would be required to accommodate them. For example, the
public school system is not yet ready to digest the number of
teachers’ aides that is suggested by the study, but it was felt
that within the space of three or four years this could be ac-
complished.

The mechanics of the system need not be described in any
detail. In brief, the proposal is that the Federal Government
contract with local or state agencies or private non-profit in-
stitutions, agreeing to pay 90 percent of the wage of any ad-
ditional individuals employed. For example, a hospital would
agree to expand the number of its nurses’ aides, its orderlies,
its laundry workers, and so forth, by, let us say, ten people. A
contract would be drawn whereby the Federal Government
would agree to pay 90 percent of the cost of these ten people,
and the hospital would agree that its total complement would
be expanded by ten as a result. The wage would presumably
be the minimum wage. There would be no constraint com-
pelling institutions to employ only poor people, but the pre-
sumption is that the hiring would in fact be done in poor areas
of cities or rural areas. There would be no stigma attached to
the employment, it would not be a Poverty Corps; in fact, the
employee need not even know that he was being employed
under this scheme, and he would be treated exactly the same
way as the employee workiug next to him. The check in.the
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Manpower Policy and Poverty

case of our example would be signed by the hospital, not by
the U. S. Government. We think of these jobs as useful, as
permanent, and as productive. We would not limit them to
poor people, we would not limit them to families without a
wage earner. They are in essence an addition to the supply of
jobs, the distinction being that they are all in some aspect of
the public sector. They would contribute to the improvement
of services in the public sector which by common agreement
have been starved in the past. ‘

One may ask—why public employment rather than simply
increasing private or other public expenditures through usual
fiscal policy manipulation? Public employment expenditures of
course will reduce the budget surplus or increase the deficit,
But they have the added advantage of going directly and im-
mediately to those who need help most, and who benefit from
the multiplier effect of other expenditures only indirectly and
much later. Public employment would seem particularly ef-
fective as the fiscal. policy measure to move us the last few
notches toward full employment after we have nearly arrived
there but with labor supply shortages beginning to show up.

A Public Employment Program is not inexpensive. The cost
is a little Jess than $4,000 per year per person. This means that
to hire 800,000 people in public employment would cost about

~$3 billion per year. But I would urge that this is not a large
amount for what is accomplished, and note that as the private
sector expands or contracts, public employment could easily
contract or expand as a counterpoint. Note also that federal
funds spent in this fashion have a more direct impact on the
reduction of poverty than any other expenditures, since they
go directly to the poor.

L * L L L L

I turn now to the question of how these ideas sheuld be
modified as the overall unemployment rate falls. Let me say
parenthetically that I have been appalled at the lack of in-
formation- in our government about the nature of the labor
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I g"l market as unemployment begins to disappear. The Secretary }
E < of Labor, testifying recently before the House Committee on ‘Q:i
- Education and Labor, stated that, in his view, perhaps 200,000 g
A %f to 250,000 of the unemployed could be called really hard-core ?
%{i unemployed. This kind of estimate is based on the best judg- 2
2 %@ ment that can be brought to bear, but it still is a judgment and 3
‘: not even a real estimate. I hope that OEO, in cooperation with %
1 §"”3f some of the other more permanen: agencies of government, 3 :
3 g; can get some studies going on some of these problems. ] 4
] %ﬁ We do know that as the unemployment rate falls there is a ?‘?
£ tendency for the- unemployment rate for minorities and for 3 9
£ the poor in general to fall also. Usually this falls faster, since i
$ it has farther to go. But these rates stay consistently above the 3
: overall thus seeming to validate the notion that the poor and
; Jinorities are the last ones hired. Analysis of differential ;
changes in unemployment rates implies that-at a 3 percent
4 level for overall unemployment, non-white rates would still
1 be around 5 percent. And if we allow, say 2 percent, as a A
frictional minimum, then non-whites would appear to have
2 % three times the normal share of “unnecessary unemployment.”
] - g} It is noteworthy that in March, with unemployment at 3.8 per- 3
? cent, non-white unemployment was at 7.2 percent.
3 3 One particularly frustrating problem has to do with what p 4
o takes place in the ghettos. Not long after the Watts riots OEQ %
3 -k commissioned the Census Bureau to go into Watts and in ef- i 3
- fect duplicate the 1960 census. This was done in November of & ]
: 1965 so that there is a clear indication of what happened &
4 within that area between 1960 and 1965. The results are dis- i”J 3
3 couraging to say the least. Not only was the average real in- 5
\ come of families in Watts lower in 1965 than in 1960, but the 4
# unemployment rate in Watts fell hardly at all, the two figures ¥ :
being 15.0 percent in 1960 and 13.1 percent in 1965.4 To some 3
3 : extent this is the result of increased geographical concentra-
a-“;gj: 4 For the entire Southern Los Angeles area, the figures were 10.9 per-
73 cent in 1960 to 10.7 percent in 1965. See Current Population Report, E:
p o= Special Census Survey of the South and East Los Angeles Areas. Novem- 3
4 ?; ber 1965, Series P-28, No. 17, March 23, 19686. \
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Manpower Policy and Poverty

tion of problems, rather than increased problems. But it is
varticularly discouraging since in the case of Watts a very
large employer of labor is only about five miles away and is
operating at a high level of activity at the present time, a level
of activity apparently limited only by the availability of Tabor.
If the situation in Watts is typical of that in Harlem and in
other ghetto areas, we have a serious probiem on our hands.
Another thing that happens as the unemployment rate falls
is that the rate of decline is very uneven in the geographic
sense. We are all familiar with the Labor Department publica-
tions indicating the unemployment rates for labor market areas
throughout the United States. We are all “aware of the fact
that cities around the Great Lakes area are these days ex-
periencing a significantly lower rate of unemployment than
cities in other parts of the country. One difficulty with these
data incidentally is that the labor market area data are very
misleading in terms of the poverty problem. The New York
City labor market area unemployment rate might be quite low
while at the same time the unemployment rate in Harlem may
be very large, and, of course, Harlem is where my problem is.
An interesting question is what really happens in areas
where the labor supply is very tight indeed. What are the
characteristics of those people who are still unemployed when
the general unemployment rate in a labor market area is 1.5
percent or 2 percent? Does long term unemployment disap-
pear in cases of this sort? Does race discrimination tend to go
away under the forces of the market? Are the people who call
themselves unemployed under these circumstances really em-
ployable or not? So far as I can determine we do not have
answers to questions of this sort. At OEO we are in the process
of contracting for a study of a number of such labor market
areas to try to get answers to these questions. I am pleased to
say that the Bureau of Labor Statistics is joining us in the de-.
sign of this study and even more importantly is going to con-
tribute to part of its cost. By the time this symposium meets
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Manpower Policy and Poverty

a year from now there ought to be interesting results from
the study.

In the city of Chicago, which as you know is enjoying a very
low unemployment rate at the present time, the Office of Eco-
nomic Opportunity and the Department of Labor are carrying
on an experiment which has some interest in this connection,
and I'd like to refer to it briefly. There is being conducted a
door-to-door service to people in the poorest areas, a service
directed at finding out whether there is any need for help in
each family, and if so, what it is. This is an outreach function
being performed by subprofessionals, that is, unskilled people
hired from the area (who incidentally might be regarded as
prototype for members of a public employment program).
The subprofessionals knock on every door in a specified area
and find out what the problems of the particular family are.
We are finding that in many of these houses there are people
who answer “yes” when they are asked whether they are out
of work and looking for work, but who really are not em-
ployable. Frequently, there is a health problem that is un-
solved. Perhaps there is a psychiatric problem -that would
really impede employment in anything but an utterly sheltered
situation. )

Enough people of this sort are being uncovered in this out-
reach effort to indicate that when we think of manpower prob-
lems perhaps we ought to regard health as a significant ele-
ment in many of them. Some of these people are being brought
into the neighborhood center where they are receiving atten-
tion for whatever their problem may be and are eventually
brought to the point where they can enter the labor market,
and, indeed, are now employed. The expense involved in an
effort of this sort, if it were carried out on any sizable scale,
staggers the imagination.

What about public employment in labor markets of the sort
we have been discussing? As economists our first inclination
was to say that any such idea should be put on the shelf until
the economic situation deteriorates again. But I think it is not
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Manpower Policy and Poverty

quite that simple. In the OEO budget request that is now be-
fore Congress, there is an item of $100 million for public
employment. We think of this item in two ways. First, we
would like to see some public employment done this coming
year, that is, in fiscal year 1967, simply as a demonstration to
indicate that it will work, or conversely that there are prob-
lems that we have not foreseen.

But secondly, and much more substantively, there is the
possibility of using public employment in the few remaining
pockets of high unemployment which apparently may con-
tinue to exist almost no matter how low the overall rate be-
comes. Again I am thinking of Watts, where the cry today
paradoxically is for jobs, and of the few other areas where the
unemployment rate has been slow to come down, where the
ratio of Negroes to whites is abnormally high, and where the
need, therefore, is by definition not being cared for by the
increase in overall aggregate demand. I am aware of the fact
that in a situation like that which we are entering now one
does not idly propose employment-generating Federal ex-
penditures.

But I would argue that public employment can frequently
be used, if imaginatively designed, to ease inﬂationary pres-
sures and to increase the efficiency of professionals in short
supply. I think of medical aides, for example, on whom we are
going to have to rely in the future if the limited supply of doc-
tors is ever to accomplish what has to be done. I think of as-
sistance that can be offered to police departments which are
badly overworked and where police officers have to do so
much that is not really police work. And there are many others
of this sort which lead us to the notion that public employment
is a technique that has its uses even when the unemployment
rate is low.

I should suppose, of course, that there i§ an unemployment

rate at which public employment would clearly be inappro-

priate, but I strongly suspect that that rate is below anything
that we now have in mind as conceivable in the near future.
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Manpower Policy and Poverty

Incidentally, it is interesting to note that the Democratic Study
Group, a substantial group of Democratic Representatives in
Congress, recently proposed a large public employment pro-
gram not unlike the one I have described. Many of these mem-
bers vrged its adoption now in spite of the level of unemploy-
ment and in spite of the fiscal tightness of the general situa-
tion, It is noteworthy that many of these men come from large
urban areas with large Negro populations. To them it is not
very convincing to talk about unemployment rates of 3.5 per-
cent; their response is thzt in their district the unemployment
rate is perhaps 9 or 10 percent, and they see an acute need
for some sort of sclution. For similar reasons the State of Cali-
fornia has been anxious to get a program going this year.

To turn away from public employment now, it seems to us
in OEO that we can perform a real service if we step up our
training activities as the employment situation becomes tight.
To the extent, of course, that we can augment the labor supply
through upgrading people who are really not ready for the
private labor market, we are making a contribution in helping
to keep inflationary pressures down. We think we are doing
something more than that, too, however. Many people will be
sucked into the labor market when the labor supply becomes
very tight in unskilled jobs. Those jobs help the poor so long
as they last, but they are unsatisfactory in the sense that they
will terminate just as soon at the situation softens a little. In
our view it is better for a person to be exposed to some basic
education and some work training to improve that individual
sufficiently so that he can become an employee of real value
to an employer in the private sector.

We are very conscious in our office of what we call the “re-
entry problem.” Both after World War IT and after Korea there
was a substantial re-entry of people into poverty as the econ-
omy slacked off. Now I don’t mean to indicate that we are go-
ing to have the extent of slack after Viet Nam ‘that we have
had in previous periods when wé knew so much less about
control of the fiscal situation. But I do feel that a man who is
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Manpower Policy and Poverty ’

essentially illiterate, and whose mental capabilities and grasp
of the situation in general are such as to make his only value
stem from the strength of his back, has little opportunity to
move forward or even to remain employed over much of his
lifetime. If we can give that man some work experience, some
fluency with the language and with elementary calculation, he
would have a much greater opportunity. This is what we try |
to do now with programs that are operated by OEO, the De-
partment of Labor and the Department of Health, Education,
and Welfare. This kind of training can pay off now because
jobs are available, and I ‘think we should be making the most
of our opportunities.

] ] L] ] -4

[g———

.t The government is running four different programs that bear
on the considerations I have been discussing. These are Job
Corps, Neighborhood Youth Corps, the Manpower Develop-
ment and Training Administration, and Work Experience or
Title V of the Economic Opportunity Act. Of these it seems to
me that Job Corps fits best into the general notions I have
been developing. This is a program which takes youngsters
who have failed at everything they have done, gives them edu-
cation and some joh training, and aims them at the job mar-
ket. It changes the individual in the course of the nine months
or the year he spends in a Job Corps Center. It is aimed at
upgrading him and making him a more productive citizen
than he would have otherwise been.

MDTA, likewise; is occupying itself with upgrading indi-
viduals. It is now devoting more of its energies to the dis- :
advantaged than it has done in the past. The on-the-job train- ’
ing part of MDTA seems to be particularly successful and
particularly applicable to current economic conditions. As &
number of people have pointed out, in conditions such ag
those that prevail today one policy that is particularly appro-
priate is to upgrade people who already have jobs, thus mak-
ing room at the bottom for the unskilled and the inexperienced.
MDTA, it seems to me, is valuable in this respect.
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Manpower Policy and Poverty

Our Work Experience Program is heavily oriented towards
welfare and contains, I think, less of an educational and train-
ing component than it ought to. Qur out-of-school Neighbor-
hood Youth Corps experience to date has also been very much
lacking in what we call enrichment. To the extent that these ,
two programs take people away from the private market and |
essentially give them “made” work, they are contributing very
little to the current situation. If they are dealing with unem-
ployables, and they do so only in part, they ought to be con-
centrating on making them employable. If they are hiring
employables, they are doing nothing that the private sector
cannot unless they are devoting substantial resources to up-
grading the individuals. Neither is doing this and to that ex-
tent I would say both are falling short of contributing in a
constructive fashion under current economic conditions. Inci-
dentally, both of these programs are having difficulty in hold-
ing people as jobs become more plentiful. While this would
be deplorable if people were being taken out of good. work
training and educational arrangements, under existing circum-
stances it is probably all to the good.

I would like to conclude on a note that suggests the very
great importance of maintaining aggregate demand at levels
that will assure a low rate of overall unemployment, and thus :
offer every opportunity for us in working with the disadvan-
taged. We do not think that we can handle the poverty prob-
lem, without substantial expenditures for public employment,
at ‘overall unemployment rates of 4 percent or above, We
would like to see the fiscal policy of the Federal Government
press the unemployment rate as low as it will go without in-
tolerable inflation. We are inclined, I suppose, to be more tol-
erant of the risk of inflation than some others, since more jobs
in a tighter labor market seem to us to contribute more to our
problem than stable prices ever will. The poor, of course, will
suffer under any sort of severe inflation, but it is not at all
obvious that the modest kinds of price increases that are likely
to take place are not more than offset by job opportunities that
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come to the poor only when the unemployment rate is really
quite low. If we need a tax increase, or if we should have had

a tax increase already, as the establishment now appears to be -
nearly unanimous in saying, I hope the increase will be so
calculated as to diminish the rate of drop in the unemploy-
ment rate rather than to bring that drop to a halt. Too many

- of the poor are unemployed when the overall rate is 3.5 per-

: cent. We have got to go below this if we are to have a real

& chance of winning the War on Poverty.

&
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MANPOWER SHORTAGES AND SURPLUSES

Discussion

The main discussants of the two papers by Arthur Ross and
Joseph Kershaw were Herbert A. Striner, Director of Program
Development of the W. E. Upjohn Institute for Employment
Research, and Frederick Meyers, Chairman, Department of
Business Administration at the University of California at Los
Angeles. Mr. Striner’s comment is a summary of a written i
statement which he submitted. Professor Meyers’ comments
were summarized from his remarks. :

L -

HERBERT A. STRINER: I am pleased to say that I agree whole- ;
heartedly with the paper presented by Dr- Kershaw. I agree i
particularly with the statement that it does make sense to g
spend time and resources training large numbers of poor :
people for jobs even during those periods when there is slack- ;
. ness in job opportunities. On this issue, I feel that in reality )
a part of the problem which confronts us in an apparently i
P It “slack” job market grows out of the fact that the concept of
“available” jobs is much like an iceberg. We normally see the
part of the iceberg above water in the form of job vacancies
which are listed and about which employers are vocal. There
are, I suspect, a rather large number of job vacancies that
only surface after individuals have appeared with the needed
skills. A number of businessmen with whom I have spoken
tend to react very differently when the question about job
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. Manpower Policy and Poverty

opportunities is asked not in terms of how many current va-
cancies do you have which can be filled, but rather how many
jobs do you think could open up if there were individuals
with the skills that you think could be utilized for expansion
of your present markets.

It seems to me that the solution is a far more sophisticated
form of labor market analysis which provides us with depth
information not only on so-called current job needs but also
for jobs that would be available if we were to create the sup-
ply capable of meeting, or generating, the demand. This isn’t
new. The advertising industry has been working successfully
on this premise for some years with the mass consumer mar-
ket. Generating . demand by marketing a potentially useful
supply! '

I would like to conclude by making a few remarks about the
types of situations which exist in the Watts area of Los An-
geles. We know that a part of the problem of Watts is a large
pool of unemployed manpower existing alongside of areas
where job vacancies exist. In many cases the job vacancies
exist for unskilled individuals. What is lacking, however, is
the availability of a transportation system by means of which
the unempioyed can get to the available jobs. Unless we can
conceive of the labor market in terms of its being a large-scale
and complicated system, we -will not be able to include in our
planning the development of transportation systems which
make the labor market a viable mechanism. A labor market
must remain an academic entity for individuals who are unem-
ployed and live in areas which are not realistically accessible
to the location of jobs. This may mean that new types of trans-
portation arrangements, formal as well as informal, may have
to be developed in order to put the unemployed person in a
position where he can get to the job in a reasonable length of
time at a reasonable cost. Even in the event that individuals
are pruvided with the training and skills necessary for the job,
unless we can put them physically where the jobs are they will
not be able to become part of our employed labor force.

53

STt n e e o Vit i i Wl Gty € W Hoe s

A L e b

£ At

,~
N7
W

" -(:’ A

APy
s

T s NI Ty a1
ﬁwwﬁ‘fﬁﬁm‘:hfu% i A e A %t T
: G

M

A

%%
>




~

Rt N o - - - - - O N e

Manpower Policy and Poverty

' Freperick MEvers: Thebalance of skills required by employ- : f
1 ers in the present boom is not necessarily the balance of skills :
o ' that will be required in the longer run, when the pressure of
the present war is removed. Once the pressure of war ex-
AL 1 penditures eases. off, there may be a large reentry to the ranks

of the poverty-stricken by those temporarily lifted from pov-
erty by war-generated employment. There is little in the struc-
ture of the present expansion of jobs which will lead to a
more fundamental solution of poverty generated by unemploy- ' .
inent. The war-generated full employment may be different,

significantly different, frof that which would be generated by

3 , normal peacetime fiscal measures aimed at the promotion of

’ full employment. There is no indication that the number of

‘ blue collar, low skill jobs generated under war-time pressures

' ’ I would be generated under peacetime full employment poli-

3 : : cies. Meyers states that perhaps the only benefit that the

o workers in communities such as Watts will get from the pres- .

ent boom i$ that they will have had the opportunity to work |
! ' . for areasonable period of time in a factory subject to the disci-
« pline of 1ndustry They will have been acculturated s0 to
§ speak. Because of this structural imbalance today, OEO pro-
grams ought to include a very substantial amount of train-
) ing aimed at equipping the trainees for long-term job pros-

3 ¥ ' pects. The training they receive must equip them to move out
L ' . o
4l | of public employment. |
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THE WAGE-PRICE ISSUE
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THE WAGE-PRICE ISSUE
AND THE GUIDEPOSTS

~ Rosert M. Sor.ow
Massachusetts Institute of Technology

T begins to seem as if I-am the only respectable economist,
I not in the employ of Lyndon Johnson; who is willing to say
anything good about the wage-price guideposts. And actually,
as you will realize if you listen closely, it’s not that I have so
very much that’s very good to say about them, but that I'm

" calm about it, Public debate about the guideposts has been

disappointing, not simply because it has so often revealed
little but glementary self-interest and autoimatic ideology, but
because it has been so unconstructive, so unwilling to face up
to the character of the problem. For example, I will not now
take time to take issue with Allen Wallis who told an Ameri-
can Barikers Association symposium on this subject: “Only the
Government can cause inflation and only the Government can
prevent it. The Federal Reserve Board can prevent inflation
by properly controlling the rate of growth in the stock of
money.” I will only say that if the problem and the answer
were that simple, even I would be able to see it.

The wage-price guideposts are not a deduction from a neat
theory. They are a response to a discouraging fact. They are
no doubt connected with the notion of cost-push inflation—
that strong trade unions and large corporations may singly or
together push up wages rapidly and widen margins while
there is still excessive unemployment and excess capacity. One
can construct a theory along those lines, but it is very hard to
verify against the complicated data. But it is not necessary to
hold such a theory to see the need for, and the possible utility
of, guideposts for wage and price behavior, It is only neces-
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The Wage-Price Issue

Sary to recognize certain institutional facts of life, Let me put
the problem in the bluntest way I can,
Consider the situation of our economy right now. The over-
all unemployment rate is hovering in the neighborhood of 3%%
of the labor force, much lower for some groups and very much
higher for others. I take it that most people in this room would
like to see unemployment go lower, if only for the good that
it would do some of the very poor, though perhaps for other
reasons as well. I presume not many.would like to see more
unemployment than we now have, Manufacturing capacity is
about 90% utilized; the current high rate of<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>